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The lowa Grocery Industry Association (“IGIA”) represents the grocery industry in Iowa.
It has 1100 members representing the entire chain of distribution of groceries and products sold
in grocery stores in lowa. IGIA members include supermarket chains, independent

supermarkets, mass merchandisers, independent grocery stores, convenience stores, wholesalers,

distributors, suppliers, brokers, bottlers and manufacturers.

The Iowa grocery industry is highly competitive at all levels of distribution and in all

products. IGIA members strongly support a market oriented free enterprise system.

IGIA members compete against each other in every way imaginable. Marketing is

aggressive.

The result is that quality groceries and products are delivered to lowans in the greatest

variety and at the lowest prices possible.

The grocery industry takes great pride in delivering this cornucopia of quality products to

their customers at competitive prices while operating profitable businesses.



Without the free market none of this bounty would be possible. We would still be getting
our pickles from barrels, beer in buckets, seasonal vegetables and fruits from the greengrocer,
meat from the butcher shop, bread from the bakery and the rest of our needs from the general

store.

The grocery industry sees the free marketplace work on a daily basis. The marketplace is
unconcerned about whether or not an individual competitor succeeds. Only that the industry as a
whole does its job. That means efficiency, economy, evolution, innovation, adopting new

technologies and effective marketing.

Customers decide winners and losers in the marketplace. There are no guarantees. The
Judgments of the marketplace can be harsh. Nevertheless, our market driven free enterprise
system is superior to any other economic system ever tried. The engine that drives the free
market economy is competition. Federal and state trade regulation laws are designed to protect
the forces of competition, not to protect individual competitors. Protecting individual

competitors from the marketplace is called protectionism. That’s not what we should be about.

This past session House Study Bill 282 (“HSB 282”) was offered as a proposed Ways
and Means committee bill. It would have prohibited sales of gasoline by retailers below cost and
mandated a minimum retail mark up of eight percent. It would have prohibited sales of gasoline
by a wholesaler below cost and mandated a minimum wholesale mark up of three percent. HSB
282 provided that if a person were to sell gasoline at a price less than required by HSB 282 four

times during a fiscal year that was evidence of the establishment by the seller of a monopoly



under Chapter 553, the Iowa Competition Law. That’s an ironic twist, if a person tries to

compete on price, that person would be branded a “monopolist” subject to treble damages.

There are members of IGIA who sell gasoline. Some use gasoline like any other product
in marketing their stores. Retailers utilize all sorts of merchandising to attract customers. They
work hard to establish their store’s image as a good place to shop, with good selection and good
prices, and to develop their customer base. They market particular features, styles, functions,
products, brands or departments to distinguish themselves. And, yes, they advertise price to
attract customers. They discount, use specials, loss leaders, and coupons. Their goal is to

maximize volume and to make a profit on the overall operation of their store.

A low volume store or a store selling a single product, particularly a product that has
become a commodity, is at a disadvantage and it’s unlikely that it can compete on price alone.

That store has to distinguish itself on some other basis to be able to successfully compete.

The subcommittee on HSB 282 held a hearing during this past session. The room was
full. Stories were told about how small towns were losing their service stations because their

customers were going to a store some distance away to buy gas because it was cheaper.

[’ve represented IGIA for over thirty years. I don’t know how many times rural
legislators have approached me and wanted to know how they could keep the grocer in their
town. Itold them the community had to shop at the local store, not just pick up a quart of milk

or loaf of bread when they run short. It never worked. 1f the community wasn’t supporting the



store in the first place, if the residents were going down the road to shop, that community would

lose its grocer. That’s caused a lot of pain.

It sounds cruel, but that’s the way a market driven economy works. Customers decide

who wins and who loses.

Yes, legislatively you can stifle competition. You can fix prices and protect some
merchants, but the ultimate price of protectionism is higher prices to the public and the loss of

the benefits of competition.

It’s easy to be nostalgic for the way things used to be. But they aren’t. I miss the Iowa I
grew up in. I remember going to a county seat on a Saturday evening when every store on the
square was open, all the lights were on, every parking place was taken and the sidewalks were
full of people. I wish things were still that way, but they’re not. The economy has changed,
society has changed and rural Iowa has changed. The state’s goal should be to revitalize rural

Iowa, not to raise the cost of living there by protectionism.

This isn’t an easy issue for a trade association like IGIA that’s lost quite a few members
to competition. The members we’ve lost have our heartfelt sympathy. Nevertheless, as I said at
the outset, our members believe strongly in the free enterprise system. It works. Sometimes we

wish it wouldn’t, because as I said, its judgments can be harsh. But it’s the best system there is.



I’d like to distribute an opinion piece that appeared in the Wall Street Journal after this
past session. It has an unfortunate title but it discusses legislation similar to HSB 282 offered in

other states and argues against such legislation. I think you’ll find it informative.
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